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The in fo rm a tio n  con ta ined in th is report has been prepared fro m  sources considered re liable, bu t its accuracy is no t guaranteed by us 
and is N OT necessarily a com plete  sum m ary o f a ll available materials on the subject. O pin ions expressed herein do no t necessarily re flect 
In s titu te  p o licy . R eproduction  o f these materials w ith o u t p r io r approval o f the A IC P A  is p ro h ib ite d .
FEDERAL HOME LOAN BANK BOARD
Proposed amendments to  regulations governing the liq u id ity  requirements ap plicab le to
members o f  the Federal Home Loan Bank system and to  FSLIC-insured in s titu tio n s
have been is su e d  by th e  FHLBB (see th e 5/5/86 Fed. Reg., 16536-42). A ccording to
th e FHLBB, th e  p ro p o sa l would make th re e  s i g n i f ic a n t  changes to  c u rre n t 
req u irem en ts: F i r s t ,  an i n s t i t u t i o n  would be re q u ire d  to  perform  an o f f s e t  o f  
liq u id  a ssets  only again st firm  commitments r e q u ir in g  d isbu rsem en ts w ith in  s ix  
months o f  the date on which the in s titu tio n  must report i t s  l iq u id ity  requirement. 
Second, the FHLBB proposes to  ex e rcise  i t s  auth ority  to  c la s s ify  in s titu tio n s  for 
purposes o f  s e t t in g  re q u ire d  l i q u i d i t y  and to  im plem ent v a r ia b le  l i q u i d i t y  
requirements. Third, the FHLBB proposes increasing the minimum liq u id ity  required 
o f  a l l  i n s t i t u t i o n s  to  6 p e rce n t o f  an in s t i t u t i o n 's  l i q u i d i t y  b a se , th ere b y  
in c r e a s in g  th e c u rre n t requirem en t o f  5 p ercen t. Comments must be r e c e iv e d  by 
7/7/86. For further inform ation contact Ben Dixon a t  202/377-6399.
A l l  f in a n c ia l statem ents o f  FSLIC-insured in s titu tio n s  and a l l  fin a n c ia l reports f i le d
w ith  the FHLBB s h a ll be prepared in  accordance w ith  GAAP, according to  a recent
proposal by the BHLBB dealing w ith  the D efin itio n  o f  Regulatory C ap ita l (see the 
5/5/86 Fed. Reg. 16542-50). In  a d d itio n  to  th e  req uirem en ts fo r  GAAP, th e 
proposed ru le  would su b stitu te  the term "regulatory ca p ita l"  fo r "regulatory net 
worth" and would define "regulatory c a p ita l"  to  mean the sum o f equ ity  c a p ita l as 
determ ined in  accord ance w ith  GAAP p lu s  " c e r ta in  o th e r  ite m s as determ ined 
appropriate by the Board on r is k  an alysis  report." Comments must be received by 
7/7/86. For furth er information contact C h ristin a  Gattuso a t  202/377-6649.
Regulations pertain in g to  the le v e l o f  and the method fo r  ca lcu la tin g  the minimum
amount o f  "regulatory c a p ita l"  required fo r  a l l  FSLIC-insured in s titu tio n s , is  the
su bject o f  a n otice  o f  proposed rulemaking by the FHLBB (see the 5/5/86 Fed. Reg.,
pp. 16550-66). A ccord in g to  t h is  n o t ic e , th e  FHLBB i s  p rop o sin g  to  r e v is e  and 
s im p lify  th e  s tr u c tu r e  o f  i t s  c u rre n t n e t-w o rth  regulation  to  increase insured 
in s titu tio n s ' c a p ita l requirements to  6 percent o f to ta l  l i a b i l i t i e s  over a s ix -  
year period w ith  certa in  r is k -re la te d  c re d its  and increm ental c a p ita l requirements 
(q u alify in g  balance deductions and contingency components, resp ectively) applied 
to  sp e c ifie d  types o f  a ssets  and l i a b i l i t i e s .  This proposed action  i s  intended by 
the Board to  provide b e tte r  p rotection  fo r  insured in stitu tio n s , depositors, and 
the FSLIC deposit insurance fund from in te re s t-ra te  r isk , c re d it  r isk , and other 
conditions in  the current f in a n c ia l  environm ent th a t  cou ld  compromise t h r i f t s '  
f in a n c ia l  a b i l i t y .  D eadline fo r  comments i s  7/7/86. For fu r th e r  in fo rm a tio n  
contact Gwenn Hibbs a t  202/377-7054.
SECURITIES AND  EXCHANGE COM MISSION
An SEC "Roundtable" discussion which addressed a "number o f  current issu es re su ltin g
from the rapid growth o f  investment advisers, including fin a n c ia l planners...,"
was h e ld  a t  th e  Com m ission's main m eeting room in  W ashington, D.C. on 5/7/86.
P articip an ts included SEC Chairman John S.R. Shad, a l l  SEC Commissioners, s ta f f ,  
other regulators, and experts from the p riv ate  sector. Among the issues addressed 
were the current means o f  adviser regulation, com petitive impact, and a lte rn a tiv e s  
to  c u r re n t r e g u la to r y  approaches. In  g e n e ra l, SEC Chairman Shad exp ressed  th e 
b e l i e f  th a t  w h ile  not p e r fe c t ,  th e  c u rre n t r e g u la to r y  fram ework, in c lu d in g  th e 
SEC, s ta te  regulatory a u th o ritie s , and e x is tin g  s e lf-re g u la to ry  organizations was 
v e ry  e f f e c t i v e .  He a ls o  exp ressed  th e  view  th a t  th e known abuses c o n s t i t u t e  a 
" fractio n  o f  1 percent" o f  the serv ice  being provided by investment advisers and 
f in a n c ia l  p lan n ers. N a tio n al A s s o c ia tio n  o f  S e c u r i t ie s  D ea le rs , Inc. Chairman 
Gordon Macklin announced the in ten tion  o f  the NASD to  e sta b lish  a voluntary, p i lo t
program w hich would have th e  NASD a c t  as a s e l f - r e g u la t o r y  o r g a n iz a t io n  fo r  
r e g is te r e d  in vestm en t a d v is e r s  c u r r e n t ly  w ith in  i t s  ju r isd ic tio n . Mr. Macklin 
a lso  indicated th at i f  su ccessfu l a f te r  i t s  in it ia t io n  by the end o f  the year, i t  
cou ld  e v e n tu a lly  encompass o th e rs  not c u r r e n tly  w ith in  the NASD's ju r isd ic tio n . 
Other p artic ip an ts, representing a broad cro ss-sectio n  o f  the industry, did not 
reach a consensus on many issu es, n either as to  an id e n tific a tio n  o f  the problems 
nor as t o  an agreem ent on p o t e n t ia l  s o lu t io n s  o r  resp o n ses. A C o n g ressio n al 
hearing by the House Energy and Commerce Telecommunications Subcommittee on many 
o f these same issu es w i l l  be held  in  Washington, D.C. on 6/11/86.
TR EASURY, DEPARTMENT OF
Whether payments to  a th le t ic  scholarship  programs q u a lify  as deductions fo r  ch a rita b le
contributions when the payments a ffo rd  the r ig h t to  purchase p referred  seatin g  a t  
a t h l e t i c  e v en ts  i s  th e  s u b je c t  o f  a re c e n t IRS r u lin g  (see I n te r n a l Revenue 
B u lle tin  No. 1986-17, dated 4/28/86). Under th is  new ru lin g, payments to  a th le t ic  
s c h o la r s h ip  program s q u a l i f y  fo r  d ed u ction s as ch a rita b le  contributions to  the 
extent th at they exceed the f a i r  market value o f  any su b stan tia l b e n e fits  received 
in  return. The new ru lin g  describes three s itu a tio n s  in  which deductions would be 
allow ed and one s itu a tio n  where a deduction would not be perm itted. The ru lin g  
s t a t e s  th e re  i s  a presum ption th a t  paym ents do n ot q u a l i f y  as c h a r ita b le  
contributions when payments to  an a th le t ic  scholarship  program a llo w  taxpayers to  
purchase t ic k e ts  to  a th le t ic  events and reasonably comparable t ic k e ts  otherw ise 
would not have been re a d ily  a v a ila b le  to  the taxpayer. However, i f  such payments 
to  an a t h l e t i c  s c h o la r s h ip  program  exceed  the minimum contribution  required to  
purchase t ic k e ts , no presumption a r is e s  w ith  respect to  the excess, and the excess 
i s  a llo w e d  as a c h a r it a b le  c o n tr ib u tio n . A f u l l  d ed u ction  i s  a llo w e d  when 
payments to  an a th le t ic  scholarship  program allow  a taxpayer to  purchase t ic k e ts  
to  a t h l e t i c  e v en ts  and re a so n a b ly  com parable t i c k e t s  would have been r e a d i ly  
a v a i la b le  to  th e  ta x p a y e r even i f  no payment had been made t o  th e  s c h o la r s h ip  
program. And, in  the fourth s itu a tio n  described in  the new ru lin g , payments to  an 
a th le t ic  scholarship program allow ed a taxpayer to  purchase t ic k e ts  to  a th le t ic  
events, and although the events were not sold  out, reasonably comparable t ic k e ts  
would not otherw ise have been re a d ily  a v a ila b le  to  the taxpayer. The u n iv e rsity  
informed the taxpayer o f  i t s  reasonable estim ate o f  the f a i r  market value o f  the 
r ig h t to  purchase season t ic k e ts . Because th a t fig u re  re fle c te d  the f a i r  market 
value o f  the b e n e fit  provided, payments in  excess o f  th a t amount are allow ed as a 
ch aritab le  con trib u tion .
SPECIAL: AICPA TO TESTIFY AT WAYS AND MEANS HEARING
"Weakened IRS operations have served to  erode the p u b lic  confidence which i s  e sse n tia l
to  our self-assessm ent system." This statem ent and others w i l l  be d elivered  by
AICPA Federal Tax D ivision  Chairman A lb ert B. E llentuck on 5/12/86 before the Ways 
and Means Subcom m ittee on O v e rs ig h t. The Subcom m ittee h e a rin g  concerns th e  
Adm inistration’s F isca l Year 1987 budget proposal re la tin g  to  the s ta ff in g  le v e ls  
and a l lo c a t io n  o f  re so u rce s  o f  th e  IRS. C it in g  th e  1985 re tu rn s  p ro c e s s in g  
problems as in d ica tiv e  o f  what can happen when the a llo c a tio n  o f  resources i s  not 
adequate, Mr. E llentuck noted th at "reduced budget a llo ca tio n s  to  the IRS not only 
a ffe c ts  operations but a lso  taxpayer perceptions o f  the IRS, which in  turn a ffe c ts  
v o lu n ta ry  com pliance." In crea sed  budget a l lo c a t io n s  t o  th e  IRS o p e ra tio n s  can 
a ls o  have a more d ir e c t  revenue e f f e c t .  Mr. E lle n tu c k  noted, "More and b e t te r  
enforcem ent i s  needed to  b e g in  to  reduce th e  m ajor problem  c re a te d  b y th e  
underground economy." A d d it io n a lly ,  Mr. E lle n tu c k  noted th a t  revenues can be 
in cre a se d  w ith o u t h avin g  to  r a is e  ta x  r a te s  s im p ly  b y enhancing th e  a u d it  
ca p a b ility  o f  the Service.
SPECIAL: SENAT E  SMALL BUSINESS COMMITTEE'S ADVISORY PANEL ADOPTS RICO AND LIABILITY
INSURANCE RESOLUTIONS
Resolutions supporting pending RICO reform le g is la t io n  and Federal le g is la t iv e  action
to  reduce the high co st o f  l i a b i l i t y  insurance were adopted by the Senate Small
Business Committee's National Advisory Council a t  i t s  two-day annual meeting held 
4/29-30/86 in  W ashington, D.C. The RICO r e s o lu t io n  in clu d ed  th e  fo llo w in g  
provisions: 1) "That a showing o f  a p rio r  conviction  o f  a racketeering a c t iv i t y  as 
d e fin e d  in  RICO should be a p r e d ic a te  to  any c i v i l  s u i t  brought under RICO;" 2) 
"That th e  p r o v is io n  a llo w in g  fo r  t r e b le  damages and a tto r n e y  fe e s  should be 
elim inated from RICO except where a p rio r conviction  o f  a racketeering a c t iv i t y  is  
a l le g e d  and proved; 3) "The p l a i n t i f f  s h a l l  c a r r y  a burden o f  p ro o f o f  showing 
beyond a reasonable doubt th at the defendant engaged in  a pattern  o f  racketeering 
a c t i v i t y , "  and 4) "That th e  p l a i n t i f f  must show th a t  a t  l e a s t  one o f  th e a lle g e d  
a cts  o f  racketeering be other than w ire, m ail or s e c u ritie s  fraud." The l i a b i l i t y  
in su ran ce r e s o lu t io n  adopted b y  th e  A d v iso ry  C o u n cil endorsed F ed era l uniform  
product l i a b i l i t y  standards pre-em pting s t a t e  la w s, r e ta in in g  f a u l t  in s te a d  o f  
s t r i c t  l i a b i l i t y  as th e  stan dard  o f  l i a b i l i t y  and s p e c i f i c a l l y  refo rm in g t o r t  
d o c tr in e s  in  th e  area  o f  jo in t  and s e v e r a l  l i a b i l i t y ,  as w e ll  as ad vo catin g  
capping aw ards, d isco u ra g in g  f r iv o lo u s  la w s u its  and p ro v id in g  a com prehensive 
so lu tion  to  the u n affo rd ab ility  and u n a v a ila b ility  o f  general l i a b i l i t y  insurance 
fo r  sm all business. The Advisory Council a lso  adopted a resolu tion  supporting the 
Sm all B usin ess A d m in istra tio n  and th e prompt nom ination o f  a "permanent 
Adm inistrator" fo r  the SBA who i s  "committed to  m aintaining SBA as an independent 
agency and w i l l  v ig o r o u s ly  im plem ent i t s  s ta tu to r y  program s, as w e ll  as a 
reso lu tion  in  opposition to  fundamental change in  the tax  code which a lso  stated  
th a t  "should  Congress d e c id e  to  en a ct ta x  reform , any such r e v is io n  o f  th e  ta x  
code must re c o g n ize  p r e - e x is t in g  b u sin e ss  commitments." Resolutions were a lso  
adopted regarding a n ti- tr u s t  laws, export lice n sin g  and control, foreign  language 
studies and polygraph le g is la t io n . The Advisory Council i s  comprised o f  25 sm all 
business owners from throughout the nation and has been in  existen ce since 1981, 
when the Senate Small Business Committee became a permanent Senate Committee. The 
Advisory Council's recommendations are reviewed by members o f  the Small Business 
Committee and used to  h elp  se t  the Committee's agenda.
For further information contact Nick Nichols or Shirley Hodgson at 202/872-8190.
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